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PAID  UP  OIL  AND  GAS  LEASE  i 

..ft        /iWk  \ 

this  LEASE  AGREEMENT  is  made  as  of  the  l?  day  of  February,  2008.  between  GPAD  ASSOCIATES  LTD..  a  Texas  Limited 
Partnership,  as  Lessor  (whether  one  or  more),  whose  address  is  4336  Lemmon  Avenue.  Dallas,  Texas  75219.  and  EDGE  RESOURCES. 
LLC,  a  Texas  limited  liability  company,  as  Lessee,  whose  address  is  512  Main  Street.  Suite  301.  Fort  Worth.  Texas  761021  ah  printed 
portions  of  this  lease  were  prepared  by  the  party  hereinabove  named  as  Lessee,  but  all  other  provisions  (including  the  completion  of  blank  spaces)  were  prepared  jointly  by 
Lessor  and  Lessee. 

i " 

1 .  In  consideration  of  a  cash  bonus  in  hand  paid  and  the  covenants  herein  contained,  Lessor  hereby  grants,  leases  and  lets  exclusively  to  Lessee  the  following 
described  land,  hereinafter  called  leosedTpremiseg 

for  the  purpose  of  drilling  beneath  (using  directional  or  horizontal  drilling  methods  only)  and  producing  oil 
and/or  gas  from  and/or  attributable  to  (but  expressly  prohibiting  the  purpose  of  exploring,  drilling  or  operating 
on  the  surface  of)  4.9459  acres  of  land,  more  or  less,  out  of  the  P.  Caldwell  Survey,  A-364,  Tarrant  County, 
Texas,  being  the  same  land  described  in  that  certain  deed  dated  March  16,1 995,  recorded  in  Volume  1 1 91 5, 
Page  439,  Real  Property  Records,  Tarrant  County,  Texas,  from  Commonwealth  Securities  Corp.  to  Lessor, 
which  land  is  hereinafter  sometimes  referred  to  as  the  "leased  premises", 

in  the  county  of  Tarrant,  State  of  Texas,  containing  4.9459  gross  acres,  more  or  less  (including  any  interests  therein  which  Lessor  may  hereafter  acquire  by 
reversion,  prescription  or  otherwise),  for  the  purpose  of  exploring  for,  developing,  producing  and  marketing  oil  and  gas,  along  with  all  hydrocarbon  and  nonhydrocarbon 
substances  produced  in  association  therewith.  The  term  "gas"  as  used  herein  includes  helium,  carbon  dioxide  and  other  commercial  gases,  as  well  as  hydrocarbon  gases. 
In  addition  to  the  above-described  leased  premises,  this  lease  also  covers  accretions  and  any  small  strips  or  parcels  of  land  now  or  hereafter  owned  by  Lessor  which  are 
contiguous  or  adjacent  to  the  above-described  leased  premises,  and,  in  consideration  of  the  aforementioned  cash  bonus,  Lessor  agrees  to  execute  at  Lessees  request  any 
additional  or  supplemental  instruments  for  a  more  complete  or  accurate  description  of  the  land  so  covered.  For  the  purpose  of  determining  the  amount  of  any  shut-in 
royalties  hereunder,  the  number  of  gross  acres  above  specified  shall  be  deemed  correct,  whether  actually  more  or  less. 

2.  This  lease,  which  is  a  "paid-up"  lease  requiring  no  rentals,  shall  be  in  force  fora  primary  term  of  three  (3  Wears  from  the  date  hereof,  and  for  as  long  thereafter 
as  oil  or  gas  or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands  pooled  therewith  or  this  lease]  is  otherwise 
maintained  in  effect  pursuant  to  the  provisions  hereof.  :  . 

3.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as  follows:  (a)  For  oil  and  other  liquid  rjydrocarbons 
S  separated  at  Lessees  separator  facilities, the  royalty  shall  be  1/4  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  orto  Lessor's  credit  at  the 
S  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  wellhead  market  price  then  prevailing  in  the 
*.  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of  similar  grade  and 
c°  gravity;  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the  royalty  shall  be  1/4  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof, 
*"     less  a  proportionate  part  of  ad  valorem  taxes  and  production,  severance,  or  other  excise  taxes  and  the  costs  incurred  by  Lessee  in  delivering,  processing  or  otherwise 

marketing  such  gas  or  other  substances,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  prevailing  wellhead  market  price  paid  for 
production  of  similar  quality  in  the  same  field  (or  if  there  is  no  such  price  then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price) 
pursuant  to  comparable  purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences  its  purchases  hereunder;  and  (c) 
if  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or  lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other 
substances  covered  hereby  in  paying  quantities,  but  such  well  or  wells  are  either  shut  in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  lease.  If  for  a  period  of  90  consecutive  days  such  well  or  wells  are  shut  in  or 
production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall  pay  shut-in  royalty  of  one  dollar  $25.00  per  acre  then  covered  by  this  lease,  such  payment  to  be 
made  to  Lessor  or  to  Lessors  credit  in  the  depository  designated  below,  on  or  before  the  end  of  said  90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  end 
of  said  90-day  period  while  the  well  or  wells  are  shut  in  or  production  therefrom  is  not  being  sold  by  Lessee;  provided  that  if  this  lease  is  otherwise  being  maintained  by 
operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  promises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end 
of  the  90-day  period  next  following  cessation  of  such  operations  or  production.  Lessee's  failure  to  properly  pay  shut-in  royalty  shall  render  Lessee  liable  for  the  amount  due, 
but  shall  not  operate  to  terminate  this  lease. 

4     All  shut-in  royalty  payments  under  this  lease  shall  be  paid  or  tendered  to  Lessor  or  to  Lessor's  credit  in 


at 

or  its  ouoooecors,  which  shall  be  Lessor's  depository  agent  for  receiving  payments  r&gardloss  of  changes  in  the  ownership  of  the  leased  premises.  All  payments  or  tenders 
may  be  made  in  currency,  or  by  check  or  by  draft  and  such  payments  or  tenders  to  Lessor  or  to  the  depository  by  deposit  in  the  U.S.  Mails  in  a  stamped  envelope 
addressed  to  the  depository  or  to-tha  Lessor  at  the  last  address  known  to  Lessee  shall  constitute  proper  payment.  If  the  depository  chould  liquidate  or  be  succoodod  by 
another  institution,  or  for  any  reason  fall  or  refuse  to  accept  payment  heraundor,  Lessor  shall,  at  Lessees  request,  deliver  to  Lessee  a  propewooordablo  inotrumont  naming 
onother-iBstitution  os  depository-agent-to-reoeive  payments. 

5.  If  Lessee  drills  a  well  which  is  incapable  of  producing  in  paying  quantities  (hereinafter  called  "dry  hole')  on  the  leased  premises  or  lands  pooled  therewith,  or  if  all 
production  (whether  or  not  in  paying  quantities)  permanently  ceases  from  any  cause,  including  a  revision  of  unit  boundaries  pursuant  to  the  provisions  of  Paragraph  6  or  the 
action  of  any  governmental  authority,  then  in  the  event  this  lease  is  not  otherwise  being  maintained  in  force  it  shall  nevertheless  remain  in  force  if  Lessee  commences 
operations  for  reworking  an  existing  well  or  for  drilling  an  additional  well  or  for  otherwise  obtaining  or  restoring  production  on  the  leased  premises  or  lands  pooled  therewith 
within  90  days  after  completion  of  operations  on  such  dry  hole  or  within  90  days  after  such  cessation  of  all  production.  If  at  the  end  of  the  primary  term,  or  at  any  time 
thereafter,  this  lease  is  not  otherwise  being  maintained  in  force  but  Lessee  is  then  engaged  in  drilling,  reworking  or  any  other  operations  reasonably  calculated  to  obtain  or 
restore  production  therefrom,  this  lease  shall  remain  in  force  so  long  as  any  one  or  more  of  such  operations  are  prosecuted  with  no  cessation  of  more  than  90  consecutive 
days,  and  if  any  such  operations  result  in  the  production  of  oil  or  gas  or  other  substances  covered  hereby,  as  long  thereafter  as  there  is  production  in  paying  quantities  from 
the  leased  premises  or  lands  pooled  therewith.  After  completion  of  a  well  capable  of  producing  in  paying  quantities  hereunder,  Lessee  shall  drill  such  additional  wells  on  the 
leased  premises  or  lands  pooled  therewith  as  a  reasonably  prudent  operator  would  drill  under  the  same  or  similar  circumstances  to  (a)  develop  the  leased  premises  as  to 
formations  then  capable  of  producing  in  paying  quantities  on  the  leased  premises  or  lands  pooled  therewith,  or  (b)  to  protect  the  leased  premises  from  uncompensated 
drainage  by  any  well  or  wells  located  on  other  lands  not  pooled  therewith.  There  shall  be  no  covenant  to  drill  exploratory  wells  or  any  additional  wells  except  as  expressly 
provided  herein. 

6.  Lessee  shall  have  the  right  but  not  the  obligation  to  pool  all  or  any  part  of  the  leased  premises  or  interest  therein  with  any  other  lands  or  interests,  as  to  any  or  all 
depths  or  zones,  and  as  to  any  or  all  substances  covered  by  this  lease,  either  before  or  after  the  commencement  of  production,  whenever  Lessee  deems  it  necessary  or 
proper  to  do  so  in  order  to  prudently  develop  or  operate  the  leased  premises,  whether  or  not  similar  pooling  authority  exists  with  respect  to  such  other  lands  or  interests.  The 
unit  formed  by  such  pooling  for  an  oil  well  which  is  not  a  horizontal  completion  shall  not  exceed  6040  acres  plus  a  maximum  acreage  tolerance  of  10%,  and  for  a  gas  well 
or  a  horizontal  completion  shall  not  exceed  ©4©  320  acres  plus  a  maximum  acreage  tolerance  of  10%;  provided  that  a  larger  unit  may  be  formed  for  an  oil  well  or  gas  well 
or  horizontal  completion  to  conform  to  any  well  spacing  or  density  pattern  that  may  be  prescribed  or  permitted  by  any  governmental  authority  having  jurisdiction  b  do  so.  For 
the  purpose  of  the  foregoing,  the  terms  "oil  well"  and  "gas  well"  shall  have  the  meanings  prescribed  by  applicable  law  or  the  appropriate  governmental  authority,  or,  if  no 
definition  is  so  prescribed,  "oil  weir  means  a  well  with  an  initial  gas-oil  ratio  of  less  than  100,000  cubic  feet  per  barrel  and  "gas  well"  means  a  well  with  an  initial  gas-oil  ratio 
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of  1 00,000  cubic  feet  or  more  per  barrel,  based  on  a  24-hour  production  test  conducted  under  normal  producing  conditions  using  standard  lease  separator  facilities  or 
equivalent  testing  equipment;  and  the  term  "horizontal  completion"  means  an  oil  well  in  which  the  horizontal  component  of  the  gross  completion  interval  in  the  reservoir 
exceeds  the  vertical  component  thereof.  In  exercising  its  pooling  rights  hereunder.  Lessee  shall  file  of  record  a  written  declaration  describing  the  unit  and  stating  the 
effective  date  of  pooling.  Production,  drilling  or  reworking  operations  anywhere  on  a  unit  which  includes  all  or  any  part  of  the  leased  premises  shall  be  treaty  as  if  it  were 
production,  drilling  or  reworking  operations  on  the  leased  premises,  except  that  the  production  on  which  Lessor's  royalty  is  calculated  shall  be  that  proportion  of  the  total  unit 
production  which  the  net  acreage  covered  by  this  lease  and  included  In  the  unit  bears  to  the  total  gross  acreage  in  the  unit,  but  only  to  the  extent  such  proportion  of  unit 
production  is  sold  by  Lessee.  Pooling  in  one  or  more  instances  shall  not  exhaust  Lessees  pooling  rights  hereunder,  and  Lessee  shall  have  the  recurring  right  but  not  the 
obligation  to  revise  any  unit  formed  hereunder  by  expansion  or  contraction  or  both,  either  before  or  after  commencement  of  production,  in  order  to  conform  to  the  well 
spacing  or  density  pattern  prescribed  or  permitted  by  the  governmental  authority  having  jurisdiction,  or  to  conform  to  any  productive  acreage  determination  made  by  such 
governmental  authority.  In  making  such  a  revision,  Lessee  shall  file  of  record  a  written  declaration  describing  the  revised  unit  and  stating  the  effective  date  of  revision.  To 
the  extent  any  portion  of  the  leased  premises  is  included  In  or  excluded  from  the  unit  by  virtue  of  such  revision,  the  proportion  of  unit  production  on  which  royalties  are 
payable  hereunder  shall  thereafter  be  adjusted  accordingly.  In  the  absence  of  production  in  paying  quantities  from  a  unit,  or  upon  permanent  cessation  thereof.  Lessee  may 
terminate  the  unit  by  filing  of  record  a  written  declaration  describing  the  unit  and  stating  the  date  of  termination.  Pooling  hereunder  shall  not  constitute  a  cross-conveyance 
of  interests. 

7.  If  Lessor  owns  less  than  the  full  mineral  estate  in  all  or  any  part  of  the  leased  premises,  the  royalties  and  shut-in  royalties  payable  hereunder  for  any  well  on  any 
part  of  the  leased  premises  or  lands  pooled  therewith  shall  be  reduced  to  the  proportion  that  Lessor's  interest  in  such  part  of  the  leased  premises  bears  to  the  full  mineral 
estate  in  such  part  of  the  leased  premises. 

8.  The  interest  of  either  Lessor  or  Lessee  hereunder  may  be  assigned,  devised  or  otherwise  transferred  in  whole  or  in  part,  by  area  and/or  by  depth  or  zone,  and 
the  rights  and  obligations  of  the  parties  hereunder  shall  extend  to  their  respective  heirs,  devisees,  executors,  administrators,  successors  and  assigns.  No  change  in 
Lessor's  ownership  shall  have  the  effect  of  reducing  the  rights  or  enlarging  the  obligations  of  Lessee  hereunder,  and  no  change  in  ownership  shall  be  binding  on  Lessee 
until  60  days  after  Lessee  has  been  furnished  the  original  or  certified  or  duly  authenticated  copies  of  the  documents  establishing  such  change  of  ownership  to  the 
satisfaction  of  Lessee  or  until  Lessor  has  satisfied  the  notification  requirements  contained  in  Lessees  usual  form  of  division  order.  In  the  event  of  the  deathof  any  person 
entitled  to  shut-in  royalties  hereunder.  Lessee  may  pay  or  tender  such  shut-in  royalties  to  the  credit  of  decedent-op  decedent's  estate  in  the  depositofydocignotod  above  If 
at  any  time  two  or  more  persons- are  entitled  to  shut-in  royalties  hereunder)  Lessee  may  pay-or-tender -such  shut-in  royallies-toeuch  persons  or  totheif-orodit-in  the 
depositopyr  either  jointlyoF-sepapately  in  proportion  tothe  intereet  whioh-eaoh-ownsrlf  Lessee  transfers  its  interest  hereunder  in  whole  or  in  part  Lessee  shall  be  relieved  of 
all  obligations  thereafter  arising  with  respect  to  the  transferred  interest,  and  failure  of  the  transferee  to  satisfy  such  obligations  with  respect  to  the  transferred  interest  shall 
not  affect  the  rights  of  Lessee  with  respect  to  any  interest  not  so  transferred.  If  Lessee  transfers  a  full  or  undivided  interest  in  all  or  any  portion  of  the  area  covered  by  this 
lease,  the  obligation  to  pay  or  tender  shut-in  royalties  hereunder  shall  be  divided  between  Lessee  and  the  transferee  in  proportion  to  the  net  acreage  interest  in  this  lease 
then  held  by  each.  I 

9.  Loggoo  may,  ot  any  time  and  from-time-to  time,  deliver-to  Lessor or-file-of-record  a  written  releaseof  this  lease  as-toa  full  or-undivided- interest-in  all  or  any 
portion  of  the  area  covered  by  this  lease  or  any  depths  or  zones  thereunder-;  awtshalhthereupon  be  felieved-of-alkibligationc  thor^ftor-afclagwilftfespe&uo  thointerest 
so  released.  If  Lessee  releases  all  or  an  undivided  Interest  in  less  than  all  of  the  area  covered  hereby,  Lessee's  obligation  to  pay  or  tender  shut-in  royalties  shall  be 
proportionately  reduced  in  accordance  with  the  net  acreage  interest  retained  hereunder. 

4& — In  exploring  for,  developing,  producing  and  marketing  oil,-  gos-and  -other-substances  covered  hereby  on  the  looood  promiooo  or  londo  poolod  or  unitized 
therewithHWPfirwary  and/or  enhaBOed-recevery^  Lessee  shall  have  the  right  of  ingress  and  egress  along  with  the  right  to  conduct  such  operations  on  the  leased  premises  as 
may-bo-roosonably  ncceseaiyjor-euGR-purposesi  including  but  not  limited  to-geophysical  operations,  the-drilliRg-of-wells,  and  the  construction  and  use  of  roads,  canals, 
pipelines,  tanks,  water  wells,  disposal  wells,  injection  wells, pits,  electric  and  telephone  lines,  power  stations,- aml-otlw facilities  deemed  neoessary-byliessee  todisoover  i 
producerstore,  treat-and/or  transport  production.  Lessee  may  use  in  6uch  operations,  free  of  cost,  any- oil;  gwrwatw-anoVoKither  cubotanoes-pfeduced  on  the-teased 
premises  ^-except  water  from  Lessofe  well&or  ponds.  In  exploring,  developing,  producing  or  marketing  from  the  leased  premises  or  lands  pooled-therewith,tbe  ancillary 
rights  granted-herein-shall  apply  (o)  to  tho  ontire  leased-  premises-described  in  Paragraph! above-,-  notwithstanding  any  partial  release  or  other  partial  termination  of  this 
lease;  and  (b)  t&ony-other  londs  in  which  Locsor  now  or  hereafter  has  authority  to  grant  such  rights  in- the  vicinity  of  the  leased  premises  or  lands  pooled  therewith.  When 
requested  by  Lessor  in  writing,  Lessee  shall  bury  Its  pipelines- below-ordinary  plow  depth  on  cultivated  landerMo  well-shall-b&tosated  less  than  200  feet  from  any  house  or 
barn  now  on  the  leased  premises  or  other  lands  usedby-Lessee-hereunder,  without  LossofeH»fl6entrand  -lies6ee--stoH-pay4^  its  operations  to 

biiildings-and  otheHmprovements  now  on  the  leased  premises  or  such  other  lands,  and  to  oommerclol  tlmoer-ofld-growing  crops  thoroon.  Loso&o  shall  havo  tho  right  ot  any 
timo  to  romove  its  fixturest  equiprnenfcand  materials,  including  well  casing,  from  the  leased  premises  or  such  other  lands  during  ^termoMhis-leose  or  wiftino-reasonabto 
time  thereafter': 

4410.  Lessee's  obligations  under  this  lease,  whether  express  or  implied,  shall  be  subject  to  alt  applicable  laws,  rules,  regulations  and  orders  of  any.govemmental 
authority  having  jurisdiction  including  restrictions  on  the  drilling  and  production  of  wells,  and  the  price  of  oil,  gas  and  other  substances  covered  hereby.  When  drilling, 
reworking,  production  or  other  operations  are  prevented  or  delayed  by  such  laws,  rules,  regulations  or  orders,  or  by  inability  to  obtain  necessary  permits,  equipment, 
services,  material,  water,  electricity,  fuel,  access  or  easements,  or  by  fire,  flood,  adverse  weather  conditions,  war,  sabotage,  rebellion,  insurrection,  riot,  strike  or  labor 
disputes,  or  by  inability  to  obtain  a  satisfactory  market  for  production  or  failure  of  purchasers  or  oarriors-to  take  or-transport-suoh  produotiGnT-oM>y^ny  other  cause  not 
roaoonobly  within  Lossees  control  this  lease  shall  not  terminate  because  of  such  prevention  or  delay,  and  at  Lessees  option,  the  period  of  such  prevention  or  delay  shall  be 
added  to  the  term  hereof.  Lessee  shall  not  be  liable  for  breach  of  any  express  or  implied  covenants  of  this  lease  when  drilling,  production  or  other  operations  are  so 
prevented,  delayed  or  interrupted. 

4i — In-the-ovent  that  Lessor  during  the  primary-term  of  this  lease,  receives  a  bono  fide  offer  which  Locsor  is  willing  to  acraptfrcmany  party-offering  to  purchase 
from  Lessor  a  lease  covering  any  or  all  of -the  substonoec  oovorod  by  thisJease-and  covering  aH  of  a  portion  of  the  land  desorib»thereinrwith4heieosooeGorning  offootivo 
upoftexpiration  of  this  leasei  Lessor  hereby  agrees  to  notify  Lessee  in  writing  of-said  offor  immediate^  including  in  the  notice  the  name  and  address  of  the  offeror,  the  price 
offered  and  all  other  pertmont-tormo  ondconditiono-of  the  offer.  Lessee,  for  a  period  of  fifteen  days  after  receipt  of  tho-ROtioershall  have  the  prior  and  preferred  right  and 
option  to  purchase  the  lease  or  part  thereof  or  interest  thoroin,  oovored  by  the  offer-at-the  price  and  according  to  the  terms-and  conditions  -specified  in  the-offer, 

431 1 .  No  litigation  shall  be  initiated  by  Lessor  with  respect  to  any  breach  or  default  by  Lessee  hereunder,  for  a  period  of  at  least 90-30  days  after  Lessor  has 
given  Lessee  written  notice  fully  describing  the  breach  or  default,  and  then  only  if  Lessee  fails  to  remedy  the  breach  or  default,  within  such  period.  In  the  eveifit  the  matter  is 
litigated  and  there  is  a  final  judicial  determination  that  a  breach  or  default  has  occurred,  this  lease  shall  not  be  forfeited  or  cancelled  in  whole  or  in  part  unljess  Lessee  is 
given  a  reasonable  time  after  said  judicial  determination  to  remedy  the  breach  or  default  and  Lessee  fails  to  do  so. 

44. — Lessor  hereby  warrants  and  agrees  to  defend  title  conveyed  to  Lessee  hereunder-.  ond  agroeo  that  Looeoo  at  Lessees  option  may  pay  and  discharge  any  taxes, 
mortgages  or  liens  exi&ting.-levied  or  ocsossed  on  or  against  the  leased  premises.  If  Lessee  exercises  such  option,  Les&oo  shall  bo  subrogated  to  the  rights' of-the  party  to 
whorR-paywent^s  made,  and,  in  addition  to  its  other  rights ,moy  reimburco  itsotf  out  of-any-royalties  or  shut-in-royalties  otherwise  payable  to  Lessor  hereunder,  in  tho  ovont 
Lossoo  io  madeaware  of  any  claim  inconsistent  with  Lessor's  title.  Lessee  may  suspend  tho  poymont  of  royaities-and  shut-in  royalties  hereunder,  without  interest;  until 
Lessee  has  been  furnished  ooticfoctory  evidence  that  such-claim- has  been  resolved. 

12.  Notwithstanding  anything  contained  in  this  lease  to  the  contrary,  Lessor  and  Lessee  do  hereby  understand  and  agree 
as  follows: 

(a)  Lessee,  its  successors  and  assigns,  for  and  during  the  term  of  this  lease,  are  strictly  prohibited  from  entering  onto 
the  surface  of  the  leased  premises  for  any  purpose  whatsoever,  it  being  understood  and  agreed  upon  by  and 
between  the  parties  hereto  that  this  lease  is  being  executed  only  for  subsurface  operations  described  in 
Paragraph  1.  hereof  or  for  pooling  purposes  described  in  Paragraph  6.  and  Paragraphs.,  Subparagraph  (b) 
hereof.  Lessee  agrees  that  Lessee  shall  not  enter  upon  or  conduct  operations  of  any  kind  on  the  surface  of  the 
leased  premises  at  any  time  during  the  term  hereof. 

(b)  Notwithstanding  anything  stated  in  Paragraph  6.  hereof  to  the  contrary,  in  the  event  a  pooled  unit  is  created  under 
the  terms  and  provisions  of  Paragraph  6.  hereof,  then  all  of  the  leased  premises  shall  be  included  in  siiich  unit.  It 
is  understood  and  agreed  that  one  (1)  year  following  the  expiration  of  the  primary  term  of  this  lease  (or  upon 
expiration  of  any  extension  or  renewal  of  the  primary  term),  whichever  occurs  last,  Lessee  shall  release  the  leased 
premises  as  to  all  rights  lying  below  1 00  feet  below  either  (1 )  the  deepest  depth  drilled  in  any  well  drilled  on  the 
leased  premises  or  on  land  properly  pooled  therewith,  or  (2)  the  stratigraphic  equivalent  of  the  base  of  the  deepest 
formation  producing  or  capable  of  producing  in  any  well  drilled  on  the  leased  premises  or  on  land  pooled  therewith, 
whichever  depth  is  deepest. 
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(c)  This  lease  covers  only  "oil  and  gas"  which  term,  as  used  herein,  means  "only  oil,  gas  and  othjer  related 
hydrocarbons"  and  does  not  cover  or  include  any  other  minerals  (including,  without  limitation,  sulphur,  coal  and 
lignite).  All  of  said  other  minerals  are  excluded  from  this  lease  and  are  reserved  to  Lessor.  All  references  in  this 
lease  to  "oil,  gas  and  all  other  minerals"  or  "oil,  gas  or  other  mineral"  shall  mean  oil  and  gas  only. 

(d)  Notwithstanding  anything  stated  in  Paragraph  3.  hereof  to  the  contrary,  the  royalty  on  oil  and  gas  (as  defined 
hereinabove)  shall  be  1/4.  The  royalty  payable  on  gas  shall  include  a  royalty  on  all  liquids  or  other  constituent  by- 
products stripped  or  processed  from  gas  produced  from  the  leased  premises  or  land  pooled  therewith  and  any 
residue  gas. 

(e)  Notwithstanding  anything  stated  in  Paragraph  3.  hereof  to  the  contrary,  the  royalties  on  oil  and  gas  produced 
hereunder,  whether  sold  on  or  off  the  leased  premises,  sold  at  the  well  or  used  shall  be  the  greater  of  (1)  the 
amount  realized  or  (2)  the  market  value  of  such  oil  and  gas  of  like  quality  and  quantity;  provided,  however,  that 
notwithstanding  the  foregoing  sentence,  the  royalties  provided  in  Paragraph  3.  hereof  shall  be  determined  and 
delivered  to  Lessor  free  of  any  development,  production,  separation,  storage,  dehydration  at  the  well  site, 
exploration,  transportation,  treatment,  compression,  gathering,  operating,  marketing  or  other  like  costs  incurred, 
whether  direct  or  indirect  (hereinafter  referred  to  collectively  as  the  "Marketing  Costs");  except,  however,  taxes 
applicable  to  Lessor's  share  of  production  which  are  actually  paid  by  Lessee,  or  deducted  by  the  purchaser  of 
production,  and  are  not  reimbursed  or  refunded  to  Lessee;  provided  further,  however,  that  notwithstanding  the 
foregoing  phrase,  Lessor's  royalties  provided  in  Paragraph  3.  hereof  shall  be  subject  to  its  proportionate  share  of 
those  Marketing  Costs  (1)  which  are  actual,  customary  and  reasonable  and  (2)  which  are  actually  paid  to  or 
deducted  by  a  non-affiliated  third  party  and  (3)  which  pertain  solely  to  making  such  production  saleable,  increase 
the  value  of  such  production  or  are  incurred  in  order  to  transport  such  production  to  a  market.  All  royalties  payable 
hereunder  shall  never  be  based  upon  a  price  less  than  the  actual  price  received  by  Lessee  from  the  fjrst  sale  of 
production  by  Lessee,  or  affiliate  of  Lessee,  to  a  non-affiliated  third  party  purchaser. 

(f)  This  lease  shall  not  be  maintained  by  the  payment  of  shut-in  gas  well  royalties  under  the  provisions  of  Paragraph 
3.  above  for  more  than  a  cumulative  period  of  two  (2)  years  beyond  the  expiration  of  the  primary  term  hereof. 

i 

(g)  It  is  agreed  that  neither  this  lease  nor  any  terms  or  provisions  hereof  shall  be  altered,  amended,  extended  or 
ratified  by  any  division  order  or  transfer  order  executed  by  Lessor,  its  successors,  agents  or  assigns,  but  that  any 
division  orders  or  transfer  orders  shall  be  solely  for  the  purpose  of  confirming  the  extent  of  Lessor's  interest  in 
production  of  oil  and  gas  from  the  leased  premises,  or  from  land  properly  pooled  therewith.  Any  amendment, 
alteration,  or  ratification  of  this  lease  or  of  any  term  or  provision  of  this  lease  shall  be  made  by  an  instrument  in 
writing  clearly  denominated  as  to  its  purpose  and  effect,  describing  the  specific  terms  or  provisions  of  the  lease 
affected  and  the  proposed  change  or  modification  thereof,  and  must  be  executed  by  the  party  against  whom  any 
such  amendment;  alteration,  extension  or  ratification  is  sought  to  be  enforced,  and  any  purported  amendment, 
alteration,  extension  or  ratification  not  so  denominated  and  executed  shall  be  of  no  force  and  effect.  : 

(h)  Notwithstanding  anything  stated  in  Paragraph  8.  hereof  to  the  contrary,  no  assignment  of  any  interest  in  this  lease 
may  be  made  by  Lessee,  its  successors  and  assigns,  without  the  prior  written  approval  of  Lessor,  which  approval 
shall  not  be  unreasonably  withheld,  except  Lessee  may  assign  an  interest  in  this  lease  to  Edge  Resources,  LLC,  or 
its  individual  members,  managers  and/or  affiliates.  If  Lessee  makes  such  assignment,  then  Lessee  will  provide 
written  notice  to  Lessor.  Withholding  of  written  approval  by  Lessor  because  of  the  financial  condition  of  the 
proposed  assignee  or  of  Lessor's  opinion  regarding  the  business  reputation  of  any  proposed  assignee  shall  be 
deemed  reasonable  by  all  of  the  parties  hereto,  their  respective  heirs  or  successors  and  assigns.  In' the  event 
Lessee  makes  an  assignment  of  any  interest  in  this  lease  without  the  prior  written  approval  of  Lessor,  then 
notwithstanding  anything  stated  in  Paragraph  8.  hereof  to  the  contrary,  Lessee  and  any  subsequent  assignee  of 
Lessee  shall  continue  to  remain  liable  for  the  performance  of  all  of  the  duties  and  obligations  of  Lessee  hereunder. 

(i)  Upon  expiration  or  termination  of  this  lease  for  any  reason,  Lessee  shall  be  obligated  at  its  expense  promptly  to 
prepare,  execute  and  file  in  the  Records  of  Tarrant  County,  Texas,  an  appropriate  release  instrument  covering  all 
of  the  leased  premises,  and  to  forward  a  copy  of  same  as  so  recorded  to  Lessor  within  60  days  after  such 
expiration  or  termination  date. 

G)  Lessee  hereby  covenants  and  agrees  to  indemnify,  protect,  defend  and  hold  Lessor  harmless  from  and  against 
any  and  all  damages  or  claims  for  damages  for  any  injury  to  persons  or  property  occasioned  by,  arising  out  of,  or 
resulting  from  operations  on  the  leased  premises,  or  in  connection  therewith,  by  Lessee,  its  agents,  servants, 
employees,  independent  contractors,  successors  or  assigns. 

(k)  Lessee  shall  deliver  to  Lessor  a  copy,  without  warranty  as  to  the  accuracy,  coverage  or  application,  of  all  title 
opinions  covering  all  or  any  portion  of  the  leased  premises  or  lands  properly  pooled  therewith,  and  any  revisions  or 
supplements  thereto,  within  30  days  of  receipt  of  same  by  Lessee  at  the  sole  cost  of  Lessee. 

(I)  Time  is  of  the  essence  with  respect  to  this  lease. 

(m)  The  provisions  hereof  constitute  the  complete  agreement  of  the  parties  hereto  with  respect  to  the  subject  matter 
hereof  and  this  lease  supersedes  all  previous  leases  and/or  agreements,  whether  written  or  oral,  with  respect 
thereto. 

'  i 

13.  Notwithstanding  anything  contained  herein  to  the  contrary,  this  lease  is  executed  by  Lessor  without  any  representations 
or  warranties  (of  title,  or  otherwise),  either  statutory,  express  or  implied,  and  in  the  event  of  failure  of  title  of  all  or  any  portion  of 
the  leased  premises,  or  in  the  event  this  lease  terminates  for  any  other  reason,  it  is  agreed  that  no  portion  of  any  bonus 
consideration  paid  by  Lessee  to  Lessor  for  Lessor's  execution  of  this  lease  shall  be  re-paid  or  refunded  by  Lessor  to  Lessee. 

14.  The  terms  and  provisions  of  this  lease  shall  be  binding  upon  and  shall  inure  to  the  benefit  of  Lessor  and  Lessee,  their 
respective  heirs,  successors  and/or  assigns. 
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IN  WITNESS  WHEREOF,  this  lease  is  executed  to  be  effective  as  of  the  date  first  above  written. 

LESSOR: 

GPAD  ASSOCIATES  LTD. 

By:       SLJ  Company,  LLC,  its  General  Partner 


rouis  H.  Lepowitz,  President 


LESSEE: 

EDGE  RESOURCES,  LLC 
By:_ 


STATE  OF  TEXAS 


Mike  Martinez,  Vice  President 

§  / 
§ 

COUNTY  OF  DALLAS  §  j 

This  instrument  was  acknowledged  before  me  on  this  the  A**  day  of  -February,  2008,  by  Louis  H.  Lebowitz,  as 
President  of  SLJ  Company,  LLC,  a  Texas  Limited  Liability  Company,  on  behalf  of  said  company,  as  General  Partner  of  GPAD 
ASSOCIATES,  LTD.,  a  Texas  Limited  Partnership,  on  behalf  of  said  partnership. 


"Jy^HfcT     Sandra  Dawkins 
ff*4r&     My  Commit  Expires 
12/20/2010 


Notary  Public  in  and  for  the  State  of  Texas 


STATE  OF  TEXAS  § 
COUNTY  OF  J^auJ^  § 

This  instrument  was  acknowledged  before  me  on  this  the  r\  day  of  Tobruary,  2008,  by  Mike  Martinez,,  as  Vice 
President  of  Edge  Resources,  LLC,  a  Texas  Limited  Liability  Company,  on  behalf  of  said  company. 


Notary  Public  in  and  for  the  State  of  Texas 


Carter  GPAD  PU  OGL  02  25  08  FINAL 


SHAE'  FARRELL  NORTON 
Notary  Public.  State  of  Texas 
My  Commission  Expires 
Jury  20. 2011 


paid  UP  OIL  and  GAS  LEASE  -  Page  4  of  4  Pages  SECOND  REVISED  REDLINE  DRAFT  ONLY  (2/7/08) 

C:\DOCUMENTS  AND  SETTINGSM-HLAMY  DOCUMENTSVCARTER  GPAO  PU  OGL_01  02  25  OS  FINALDQC 


